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UNCLAS KARACHI 0506 

E.O. 11652: N/A 

TAGS: EMIN, EIND, BEXP, PK, UR, FR, NI 
SUBJ: KARACHI STEEL MILL PROJECT 

REF: A. KARACHI A-66, JUNE 17, 1974 
B. LAGOS 2199 

1. EMBASSY, ISLAMABAD HAS REQUESTED THAT KARACHI TAKE 
ACTION ON REF B SINCE STEEL MILL PROJECT AND TOP MANAGEMENT 
LOCATED HERE. REF. A DESCRIBING 1.1 MILLION TON INITIAL 
CAPACITY KARACHI STEEL MILL BEING BUILT WITH SOVIET TECHNICAL 
ASSISTANCE HAS BEEN POUCHED TO AMEMBASSY LAGOS. SINCE REF. A 
WAS WRITTEN IN JUNE 1974, A SECOND AGREEMENT WITH THE SOVIET 
UNION HAS BEEN SIGNED PROVIDING FOR INCREASED FOREIGN EXCHANGE 
CREDITS FROM THE SOVIET UNION FOR STEEL MILL TOTALLING 340 MILLION 
ROUBLES. 

2. CONGENOFF HAS CONTACTED KNOWLEDGEABLE LOCAL SOURCE WHO 
STATES FRENCH CONSULTING FIRM SOFRASID IS PROVIDING CONSULTING 
AND ENGINEERING SERVICES TO GOP PAKISTAN STEEL MILLS CORPORATION 
WHO WILL OWN AND OPERATE PLANT. PSMC HIRED SOFRASID AS CONSUL- 
TANTS BECAUSE SOFRASID HAD WORKED SUCCESSFULLY WITH SOVIETS ON 
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HAPPY TO WORK WITH SOFRASID ON KARACHI PROJECT. SERVICES OF 
SOFRASID ARE REPORTEDLY BEING PAID FOR BY A CREDIT FROM FRENCH 
GOVERNMENT. 

3. AS REPORTED IN REF. A, COMMERCIAL OPPORTUNITIES FOR 
AMERICAN FIRMS FROM KARACHI STEEL PROJECT ARE LIMITED PRIMARILY 
TO SUCH ADDITIONAL INFRASTRUCTURE REQUIREMENTS AS SEWER AND 
WATER SYSTEMS, TRANSPORT EQUIPMENT AND PORT EQUIPMENT TOTALLING 
PERHAPS DOLS 40 MILLION AND CERTAIN HIGH TECHNOLOGY MACHINERY 
WHICH NEITHER SOVIET UNION NOR PAK INDUSTRY ABLE TO SUPPLY. IN 
PROCURING ABOVE FROM THIRD COUNTRIES IT SEEMS CLEAR THAT AVAIL- 
ABILITY OF FINANCING ON FAVORABLE TERMS WILL BE A KEY FACTOR. 

SINCE CURRENT U.S. DEVELOPMENT ASSISTANCE NOT ORIENTED TOWARDS 
INDUSTRIAL PROJECTS, SEEMS MOST UNLIKELY THAT ANY BILATERAL 

U.S. ASSISTANCE WOULD BE FORTHCOMING FOR STEEL MILL PROJECT. 
FURTHERMORE, IT DOUBTFUL THAT USG WOULD BE WILLING TO FINANCE 
SUB-COMPONENTS OF WHAT IS ESSENTIALLY A SOVIET PROJECT AND, 
THEREFORE, U.S. COMMERCIAL OPPORTUNITIES APPEAR VERY LIMITED. 

4. ONE AREA WHERE U.S. SUPPLIERS HAVE SHOWN SOME INTEREST IS 

IN PROVIDING CONSTRUCTION MANAGEMENT SERVICES TO THE PSMC TO 
MONITOR AND ENSURE TIMELY COMPLETION OF PROJECT. FINAL DECISION 
BY PSMC ON WHETHER TO EMPLOY SUCH MANAGEMENT SERVICES HAS NOT 
YET BEEN MADE BUT CONGEN HOPES FOR FAVORABLE OUTCOME. SUCH A 
SERVICE CONTRACT, HOWEVER, WOULD ONLY BE WORTH ABOUT DOLS 1.2 
MILLION (TO BE PAID FOR FROM PAKISTAN'S OWN FOREIGN EXCHANGE 
RESOURCES). THIS IS VERY SMALL PART OF TOTAL PROJECT VALUE, 
ESTIMATED AT OVERALL TOTAL OF DOL 1 BILLION. 
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